FUNDAMENTALS OF COOPERATIVE MARKETING    245
tion guarantees that the savings or services go to the patrons of the business instead of to the contributors of capital. It can be readily understood that some undertakings might be too small to enable the making of any savings and consequently there would be nothing to justify farmers in an attempt to cooperate. On the other hand, many cooperative businesses are so large and efficient that high rates of saving or profit are made.
To prospective cooperators it is of supreme importance to know how large a volume of business can be commanded at the start and how great it is likely to become in the course of the first critical years. When cooperative organizations are started with too small a supply of raw material or too limited a possibility for business expansion, almost invariably the costs of operation are greater than the margins taken by private concerns. In these cases the very farmers who have established the cooperative concern soon find that the immediate financial advantages from private concerns are greater than those gained through cooperation. As a result such farmers lose interest in their organization and it fails.
To insure adequate volume of business the execution of contracts between farmers and their local association has become the approved plan not only among the successful California cooperative concerns but also with many recently organized companies in the central States. The Michigan and Minnesota Potato Growers' Exchanges and others have adopted this plan as a helpful move in stabilizing their operations and in eliminating or reducing costs which arise or become excessive as a result of being obliged to operate in readiness for a large quantity of products, indefinite proportions of which are never received.
It is impossible to say just how large a volume of business should be guarantee4 before it would be safe for a group of